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OATH OR AFFIRMATION

Rosser Newton swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Petro Capital Securities LLC as

of December 31 20 10 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows
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The Member

Petro Capital Securities CCC

Dallas Texas

We have audited the accompany tug statement of financial condition of PLtI Capital Scent itics CC the

Company as of December 201 and the related statements of income and members capital and cash

flows for the year then ended that you are filing pursuant to Rule 7a5 under the Securities Exchange Act

of 1934 These financial statements are the responsibility of the Companys management Our

responsibility
is to express an opinion on these financial statements based on our audit

We conducted oui audit in accoidance sith auditing standaid geucralls accepted in the United States

America Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free of material misstatement An audit includes examining

on test basis evidence supporting the amounts and disclosures in the financial statements An audit also

includes assessing the accounting pi inciples used and significant estimates made hs management as ssell

as evaluating the overall financia statement presentation We believe that our audit provides reasonable

basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial condition of Petro Capital Securities CCC at December 2010 and the results of its

operations and cash flows for the year then ended in conformity with accounting principles generally

accepted in the United States of America

Our audit was conducted for the purpose of Orming an opinion on the basic financial statements taken as

whole The information contained in Schedule Schedules Ii Ill and IV are not applicable is

presented for purposes
of additional analysis and is not required part of the basic financial statements

but is supplementary information required by Rule 7m5 under the Securities Exchange Act of 934

Such information has been subjected to the auditing procedures applied in the audit of the basic financial

statements and in our opinion is fairly stated in all material iespects in relation to the basic financial

statements taken as whole

Certified Public Accountants

February 15 2111
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PETRO CAPITAL SECURITIES LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2010

Assets

Current assets

Cash 57557

Prepaid Management fees to Parent Note 192442

Total current assets 249999

Liabilities and Members Capital

Total current liabilities

Members capital 249999

249999

The accompanying notes are an integral part of the financial statements



PETRO CAPITAL SECURITIES LLC

STATEMENT OF INCOME AND MEMBERS CAPITAL

FOR THE YEAR ENDED DECEMBER 31 2010

Revenues 2080190

Operating expenses

Office services charged by Parent Note 1582417

Incremental allocation services fee Note 423554

Registration fees 29086

Professional fees 9.500

2044.557

Net income 35633

Members capital at beginning of year 82265

Contributions 432958

Distributions 300857

Members capital at end of year 249999

The accompanying notes are an integral part of the financial statements



PETRO CAPITAL SECURITIES LLC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31 2010

Cash flows from operating activities

Net income 35633

Adjustments to reconcile net income to net cash

provided by operating activities

Non-cash office services charged by parent 102204

Non-cash incremental allocation services fee 330754

Changes in operating assets and liabilities

Prepaid management fees 192442

Due to parent 25442
Net cash provided by operating activities 250707

Cash flows from investing activities

Net cash provided by investing activities

Cash flows from financing activities

Distributions paid to member 300857

Net cash used in financing activities 300857

Decrease in cash 50150

Cash at beginning of year 107707

Cash at end of year 57557

Supplemental Schedule of Non-Cash Investing and Financing Activities

Contributions by member 432958

The accompanying notes are an integral part of the financial statements



PETRO CAPITAL SECURITIES LLC
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business and operations

Petro Capital Securities LLC Company is limited liability company organized in the State of Texas

on March 26 2004 and is wholly-owned subsidiary of Petro Capital Advisors LLC Parent The

Company is broker-dealer registered with the Securities and Exchange Commission SEC and the

Financial Industry Regulatory Authority FINRA The Company provides private placement of debt and

equity securities as well as providing advisory services for mergers and acquisitions and corporate

finance

Revenue recognition

The Company earns fees commissions and receives financial instruments in exchange for the services it

provides and recognizes revenue when the Company has completed its contractual obligations and

collection is reasonably assured

Customer concentrations

At December 2010 and for the year
then ended the Company had the following customer

concentrations with respect to its revenues

Revenues

Customer 62%

Customer 22%

Management estimates

The preparation of financial statements in conformity with generally accepted accounting principles

requires management to make estimates and assumptions that affect the reported amounts of assets and

liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the

reported amounts of revenues and expenses during the reporting period Actual results could differ from

those estimates

Cash flows

The Company maintains its cash in financial institution which at times may exceed federally insured

limits As of December 2010 the Federal Deposit Insurance Corporation FDIC provides coverage

of up to $250000 per depositor per bank and unlimited coverage for non-interest bearing transaction

accounts At December 31 2010 the Companys cash was maintained in such non-interest bearing

transaction accounts and therefore none of the Companys cash was in excess of federally insured limits

For
purposes

of the statement of cash flows cash includes demand deposits time deposits and short-term

cash equivalent investments with maturities of less than three months At December 31 2010 the

Company had no such cash equivalents included in cash None of the Companys cash is restricted



PETRO CAPITAL SECURITIES LLC
NOTES TO FINANCIAL STATEMENTS

Recent accounting pronouncements

During the year ended December 31 2010 and through February 15 20 there were several new

accounting pronouncements issued by the FASB the most recent of which was Accounting Standards

Update 2011-01 Receivables Topic 310 Deferral of the Effective Date of Disclosures about Troubled

Debt Restructurings in Update No 2010-20 Each of these pronouncements as applicable has been or

will be adopted by the Company Management does not believe the adoption of any of these accounting

pronouncements has had or will have material impact on the Companys financial statements

Subsequent events

In preparing the financial statements the Company has reviewed as determined necessary by the

Companys management events that have occurred after December 31 2010 up until the issuance of the

financial statements which occurred on February 15 2011

TRANSACTIONS WITH RELATED PARTY

Distributions

During the year ended December 31 2010 the Companys Parent made non-cash contributions totaling

$432958 These contributions represented the monies due to the Parent under the Office and

Administrative Services Agreement see below which were contributed to members capital by the

Parent instead of receiving cash from the Company

Office and administrative services agreement

The Company has entered into an Office and Administrative Services Agreement with its Parent Note

Under the terms of this agreement the Company is obligated to pay two fees on monthly basis as

described below

Office services charged by parent

The Company pays an office services fee of 85% of the Companys monthly net income computed

before deducting the office service fee in exchange for certain management services provided to the

Company by its Parent Such fee amounted to $1582417 during 2010 and is reflected in Office services

charged by Parent on the accompanying statement of income and members capital

Incremental allocation services fee

During January of 2010 the Company amended its Administrative Services Agreement to increase the fee

charged by its Parent from $3750 to $38164 The Company paid an incremental allocation services fee

of $423554 during 2010 which is reflected in incremental allocation services fee on the accompanying

statement of income and members capital



PETRO CAPITAL SECURITIES LLC
NOTES TO FINANCIAL STATEMENTS

INCOME TAXES

The Company is organized as limited liability company under the provisions of the Internal Revenue

Code of 1986 as amended Accordingly the financial statements do not include provision for federal

income taxes because the Company does not incur federal income tax liabilities Instead its earnings and

losses are included in the members income tax return and are taxed based on the members income tax

rate

As Texas limited liability company the Company is subject to state franchise tax based on the lower

of either the cost of goods sold margin compensation margin or 70% of
gross revenues The Companys

franchise tax liability will be included in the members state franchise tax return The Company estimates

no additional franchise tax will be due and has not accrued franchise tax liability in the accompanying

financial statements

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule SEC
Rule 15c3-1 which requires the maintenance of minimum net capital and requires that the ratio of

aggregate indebtedness to net capital both as defined shall not exceed 15 to and the rule of the

applicable exchange also provides that equity capital may not be withdrawn or cash dividends paid if

the resulting net capital ratio would exceed 10 to At December 31 2010 the Company was in

compliance with aggregate indebtedness of $0 and net capital of $57557

RULE 15c3-3 EXEMPTION

The Company does not hold customer funds or securities and is therefore exempt under Rule 5c3-

3k2i from preparing the Computation for Determination of Reserve Requirements Pursuant to Rule

15c3-3

SUBSEQUENT EVENT

In January 2011 the Company closed three transactions and received total advisory fees of approximately

$1170000



PETRO CAPITAL SECURITIES LLC
SCHEDULE

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31 2010

Net capital requirement the greater of 5000

6-2/3% of aggregate indebtedness

Minimum dollar requirement 5000

Net capital 57557

Excess net capital 52557

Aggregate indebtedness

Excess net capital at 1000% net capital less 10%

aggregate indebtedness 57557

Ratio of aggregate
indebtedness to net capital 0%

Ratio of subordinated indebtedness to debt/equity total

120% of required net capital 6000

Net capital in excess of 120% of required Net capital 46557

Total assets 249999

Less total liabilities

Net worth 249999

Deductions from and/or charges to net worth

Total non-allowable assets 192442

Other deductions or charges

Excess Fidelity Bond Deductible

Total deductions from net worth 192442

Net capital before haircuts on securities positions 57557

Haircuts on certificates of deposit and commercial

paper

U.S and Canadian government obligations

State and municipal government and obligations

Corporate obligations

Stock and warrants

Options

Other securities

Other positions

Undue concentrations

Total haircuts on securities

Net capital 57557

There are no material differences between the amounts presented above and the amounts reported on the

Companys unaudited FOCUS report as of December 31 2010
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The Member

Petro Capital Securities EEC

Dallas Texas

In planning and performing our audit of the financial statements and supplemental schedule of Petro

Capital Securities LLC the Company for the year ended December 31 2010 we considered its internal

control including control activities for safeguarding securities in order to determine our auditing

procedures for the purpose of expressing our opinion on the financial statements and not to provide

assurance on the Companys internal control

Also as required bs Rule l7a Sgl of the Secuiities and Exchange Commission SLC ire have made

study of the practices and procedures
followed by the Company including tests of such practices and

procedures that we considered relevant to the objectives stated in Rule 7a5g in making periodic

computations of aggregate indebtedness or aggregate debits and net capital under Rule 7a3al and

the reserve required by Rule 5c33e Because the Company does not carry
securities accounts for

customers or perform custodial functions relating to customer securities we did not review the practices

and procedmes followed by the Company in any of the following

Making the quarterly securities examinations counts verifications and comparisons and the

recordation of differences required by Rule 7a 13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System and

Obtaining and maintaining physical possession or control of all fully paid and excess margin

securities of customers as required by Rule l5c30

The management of the Company is responsible for establishing and maintaining internal control and the

piactmes
and proeedmue iefeired In in the pici edmg paragiaph in fulfilling this iesponsihility estimates

and judgments by management are required to assess the expected benefits and related costs of controls

and of the practices and procedures referred to in the preceding aragraph and to assess whether those

practices
and procedures can be expected to achieve the SECs ahovmmentioned objectives Two of the

objectives of internal control and the practices and procedures are to provide management with reasonable

hui riot absolute assurance that assets for which the Company has responsibility are safeguarded against

loss from unauthorized use or disposition and that transactions are executed in accordance with

managements authonzation and recorded properly to permit
the preparation of financial statements in

conformity with accounting principles generally accepted in the United States of America Rule 7a5g
lists additional objectives of the practices and hirocedrires listed in the preceding paragraph
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Because of inherent limitations in internal control or the practices and procedures referred to above errors

or fraud may occur and not be detected Also projection of any evaluation of them to future periods is

subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis

signflcant deficiency is deficiency or combination of deficiencies in internal control that is less

severe than material weakness yet important enough to merit attention by those charged with

governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the entitys financial statements will not be

prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for

safeguarding securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes

Based on this understanding and on our study we believe that the Companys practices and procedures as

described in the second paragraph of this report were adequate at December 31 2010 to meet the SECs

objectives

This report is intended solely for the information and use of the Member management the SEC and

other regulatory agencies that rely on Rule 7a-5g under the Securities Exchange Act of 1934 in their

regulation of registered brokers and dealers and is not intended to be and should not be used by anyone

other than these specified parties

Certified Public Accountants

February 15 2011



February 15 2011

Mr Rosser Newton

Managing Member

Petro Capital Securities LLC

3838 Oak Lawn Suite 1775

Dallas Texas 75219

in connection with our recent audit of Perro Capital Securities LLC the Company financial

statements at December 31 2010 and for the year then ended we would like to communicate to you

certain additional information regarding the scope and results of our audit that may assist you in

overseeing your financial reporting
and disclosure process

We are responsible lbr communicating significant
matters related to the financial statement audit

that are in our professional judgment relevant to the responsibilities
of those charged with

governance in overseeing the financial reporting process Auditing standards generally accepted in

the nited States of America GS do not require us to design procedures for the puiose of

identifying other matters to communicate ith those charged with governance

following matters are important in your financial reporting and disclosure process and we arc

required by GAAS to inform you about them and their impact on your financial statements

The Companys management is responsihk for the fair presentation
in the financial statements of

financial condition income and members capital
and cash flows in conformity with accounting

principles generally accepted in the United States of America GAAP An audit conducted in

accordance with GAAS is designed to provide reasonable assurance rather than absolute assurance

that the financial statements are free of nraterial misstatement and are fairly presented in accordance

with GAAP Because of this concept of reasonable assurance arid because we did not examine all

of your accounting transactions there is risk that material errors fraud or other illegal acts may

exist and not he detected by us
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Mr Rosser Newton

Petro Capital Securities LLC

February 15 2011

Page

As auditors we are responsible for forming and expressing an opinion about whether the financial

statements that have been drafted by our firm with the oversight of management and those charged

with governance are presented fairly in all material respects in conformity with GAAP Our audit

of your financial statements does not relieve management or those charged with governance of their

responsibility

Planned Scope and Timing of the Audit

Matters related to our planned audit scope and timing were communicated to you in our

engagement letter dated November 2010 During the performance of our audit there were no

significant changes to our audit scope the nature and timing of the procedures we anticipated

performing and the completion of our audit

Oualitative Aspects of Accounting Practices

We believe the accounting practices including the selection and adoption of accounting policies

accounting estimates and financial statement disclosures of the Companys accounting

management to be appropriate and consistently applied during the year

Accounting estimates are an integral part of the financial statements and are based upon

managements current judgments Those judgments are normally based on knowledge and

experience about past and current events and assumptions about future events Certain accounting

estimates are particularly sensitive because of their significance to the financial statements and

because of the possibility that future events affecting them may differ significantly from

managements current judgments

During the year ended December 31 2010 management made one significant estimate during the

normal course of business This estimate related to the accrual and payment of fees to Petro Capital

Advisors the Companys parent This estimate is significant to the Companys financial statements

and we consider it particularly sensitive to the Companys financial reporting

In addition during the year ended December 31 2010 there were several new accounting

pronouncements issued by the various organizations that promulgate accounting standards

However none of these newly issued standards will materially impact your financial reporting

process

Significant Difficulties Encountered During the Audit

We encountered no significant difficulties during our audit



Mr Rosser Newton

Petro Capital Securities LLC

February 15 2011

Page

Audit Adjustments

There were two audit adjustments made during the course of our audit pertaining to amounts paid

to Petro Capital Advisors and reclassification of fees between expense accounts Accounting

management has been provided with these audit adjustments which were required to be made to

keep your financial statements from being materially misstated The overall effect of these

adjustments was to decrease assets by $3750 and decrease net income by $3750 In addition

there was one uncorrected financial statement misstatement which related to the accrual of the

Texas Franchise tax which was determined to be immaterial by management and with which we

agreed and not recorded in the Companys financial statements The effect of this unrecorded

adjustment would have increased liabilities and operating expenses by approximately $12000

Disagreements with Management

There were no disagreements with management regarding the scope of our audit the application

of accounting principles disclosures to be included in the financial statements or the wording to

be included in our report

Representation Requested from Management

During our audit we requested certain representations from management in writing copy of

these representations commonly referred to as management representation letter was

previously provided to you We would be pleased to discuss with you any of the specific

representations made by management during our audit

Consultation with Other Accountants

In some cases management may decide to consult with other accountants about auditing and

accounting matters similar to obtaining second opinion on certain situations if

consultation involves the application of an accounting principle to the financial statements or

determination of the type of auditors opinion that may be expressed on those statements our

professional standards require the consulting accountant to check with us to determine that the

consultant has all of the relevant facts To our knowledge there were no such consultations with

other accountants concerning auditing or accounting matters



Mr Rosser Newton

Petro Capital Securities LLC

February 152011

Page

Significant Issues Discussed or Subject to Correspondence with Management

We generally discuss variety of matters including the application of accounting principles and

auditing standards with management each year including matters discussed prior to our retention

as auditors However these discussions occurred in the normal course of our professional

relationship and our responses were not condition to our retention

Independence Issues

Auditing standards generally accepted in the United States of America require that we communicate

at least annually with you regarding all relationships between our firm and the Company that in our

professional judgment may reasonably be thought to bear on our independence We are not aware

of any relationships between our firm and the Company that in our professional judgment may

reasonably be thought to bear on our independence During 2010 we did not provide any non-audit

related services which affected our independence Additionally we confirm to you that as of this

date we are independent with
respect to the Company

Internal Controls

In planning and performing our audit of the financial statements of the Company for the year

ended December 31 2010 we considered its internal control structure in order to determine our

auditing procedures necessary for the purpose of expressing our opinion on the financial

statements and not for the purpose of providing assurance on the internal control structure

This communication is intended solely for the information and use of the Member and is not

intended to be and should not be used by anyone other than this specified party

If you have any questions or comments concerning any of the above matters we would be pleased to

discuss them with you

T41t JJWv
Certified Public Accountants


